Tms paper contains, in Section I, new and additional'evidence on the comparative costs of manufacturing industries in Pakistan. Comparative costs in this context are defined as the ratios of ex-factory prices of specific domestic products to c.i.f. prices of closely competing imports. In Section II, we examine whether tariff rates are an adequate index of comparative cost ratios, i.e., in other words, whether the differences in the tariff rates reflect the differential cost structure of Pakistani industries. We also examine, in Section III, whether the available data provide any evidence on the relationship between the magnitude of cost disabilities of the Pakistani industries and their stage of infancy, i.e. whether and to what extent cost ratios decline with the growing up of infant industries. This paper also analyses in Sections IV and V how far comparative cost ratios can be used as a measure of the relative inefficiency of industries in Pakistan. How far, for example, do the high cost ratios of domesdie industries merely indicate that the Pakistani rupee is overvalued? How far are the cost ratios affected by or represent high profits of industries? An attempt is made to adjust for both the overvaluation of foreign exchange and the prevalence of abnormally high profits. Finally, in Section VI, we relate the comparative cost ratios of manufacturing industries to their factor intensities or their factor proportions in an attempt to explore whether relative efficiency is correlated with the relative
intensity of use of the different factors such as capital, labour, and skill.
I. EVIDENCE ON COMPARATIVE COST RATIOS
Pakistan's impressive achievement in the growth of the industrial sector has attracted a considerable amount of analysis, especially with respect to the pattern or strategy ofindustrialisation and the efficiency of the industrialisation programme. In this paper we attempt to analyse the comparative cost structure of Pakistani industries, based on a direct estimate of the costs of the individual manufactured goods and the c.i.f. prices of closely competing import products. The data are derived from the published and unpublished reports of the Pakistan Tariff Commission on 115 industries scattered over a 15 year period, i.e. 1951-66. 1 The analysis covers about 359 products. They in no sense, therefore, constitute a random sample from the manufacturing sector as a whole. The most important industries such as cotton textiles, jute textiles, woollen textiles and fertilisers are not included at all in this analysis since they have not been subject to investigation by the Tariff Commission. For the same reason there are also important omissions from within such industry groups as machinery, both electrical and otherwise, and transport equipment. The industries covered here, moreover, range over both the large-scale and small-scale manufacturing sectors. The difference in cost conditions between large and small firms is ignored in the analysis.
The total number of establishments or firms covered in the present analysis, excluding such industries as the coir goods industry, washing soap industry, leather footwear industry and bidi industry, where small firms predominate, is around 1164. This number, however, still includes a few small firms in a number of industries such as paints and varnishes, non-metallic mineral products, engine turbines, etc., which are included in the analysis. Since the number of establishments in the largescale manufacturing sector as reported in the revised 1959-60
